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Cloud computing is one of the most exciting secular 

trends in technology today.  

It got its start in about 2010.  The “cloud” in cloud 

computing really refers to the Internet, which is typically 

depicted as a fluffy cloud in most diagrams.  The central 

theme behind the cloud is that instead of being a 

product, technology instead becomes a service.  

Technology is delivered in the form of a utility, similar to 

the electricity in your home.  Therefore, you pay only for 

the amount of technology you use.  

The enablement of the cloud has come about mainly 

because of technological advances in bandwidth.  The 

pipes that carry digital data have become fatter, faster 

and more secure.  This enables “stuff” to be kept in a 

“remote closet,” and be available on-demand, at the 

whim of the end user.

Cloud computing has three versions.  In the first version 

– 1.0 – cloud computing was basic storage in the cloud, 

i.e., outside customer premises, in some remote data 

center.  This includes three infrastructure items that are 

present in all versions of the cloud: storage, computing 

and networks.  Think of your personal photos; they 

reside in the cloud, maybe iCloud in an Apple 

environment or Google Cloud in an Android 

environment, or even Dropbox.    Your pictures are 

stored in a cloud and when you want to view them, you 

go to the cloud and download them to your local device, 

which can be a desktop, laptop or mobile phone.  This is 

called IAAS, infrastructure as a service.

Version 2.0 of the cloud is when developers and coders 

store their programs and database in the cloud.  This is 

called PAAS, platform as a service.

The final version of the cloud is version 3.0, which is the 

storage of actual software applications in the cloud.  

These can be the apps on your cellphone for a 

consumer, or also heavy duty enterprise resource 

planning or ERP software, such as an airline’s booking 

system, for a corporation.  In the previous example of 

photos for a consumer, the photos itself are an 

infrastructure as a service or IAAS example.  However, 

if I want to edit those photos, perhaps change the 

lighting or do some cropping, then I would use some 

type of software to actually modify those photos.  Today, 

this software itself can reside in the cloud.  Therefore, 

my photos would be using a software as a service or 

SAAS cloud application.  Similarly, all apps that we use 

as consumers are actually using software on the cloud.

The holy grail of software is to enable all conceivable 

applications in the cloud.  Keep in mind that some 

applications will stay on physical premises perpetually, 

for reasons such as compliance and regulation.  But the 

more we move our applications and software to the 

cloud, the more productive our society becomes. We 

specialize in disruptive change of this nature at Alger; 

we study it from all angles and look for it in our 

investments.
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DISCLOSURE

The views expressed are the views of Fred Alger Management, Inc. 

and Alger Management Ltd. (together with their affiliated entities 

“Alger”) as of January 2019. Alger has used sources of information 

which it believes to be reliable; however, this publication is not 

intended to be and does not constitute investment advice. These 

views are subject to change at any time and they do not guarantee 

the future performance of the markets, any security, or any funds 

managed by Alger. 

Risk Disclosures: Investing in the stock market involves gains and 

losses and may not be suitable for all investors. The value of an 

investment may move up or down, sometimes rapidly and 

unpredictably, and may be worth more or less than what you 

invested. Stocks tend to be more volatile than other investments 

such as bonds. Growth stocks tend to be more volatile than other 

stocks as the prices of growth stocks tend to be higher in relation to 

their companies’ earnings and may be more sensitive to market, 

political, and economic developments. Many technology companies 

have limited operating histories and prices of these companies’ 

securities have historically been more volatile than other securities 

due to increased competition, government regulation, and risk of 

obsolescence due to the progress of technological developments.

Investing in the stock market involves gains and losses and may not 

be suitable for all investors. Investments may be more concentrated 

and therefore more vulnerable to changes in the market value of a 

single issuer and may be more susceptible to risks associated with 

a single economic, political or regulatory occurrence than a more 

diversified portfolio. Growth stocks tend to be more volatile than 

other stocks as the prices of growth stocks tend to be higher in 

relation to their companies’ earnings and may be more sensitive to 

market, political and economic developments. Past performance is 

not indicative of future performance. Please visit www.alger.com

for additional risk disclosures. 

Important Information for US Investors:

This material must be accompanied by the most recent fund fact 

sheet(s) if used in connection with the sale of mutual fund shares. 

Fred Alger & Company, Incorporated serves as distributor of the 

Alger mutual funds.

Important Information for UK Investors:

The distribution of this material in the United Kingdom is restricted 

by law. Accordingly, this material is provided only for and is directed 

only at persons in the United Kingdom reasonably believed to be of 

a kind to whom such promotions may be communicated by an 

unauthorized person pursuant to an exemption under the Financial 

Services and Markets Act 2000 (Financial Promotion) Order 2005 

(the “FPO”). Such persons include: (a) persons having professional 

experience in matters relating to investments and (b) high net worth 

bodies corporate, partnerships, unincorporated associations, trusts, 

etc. falling within Article 49 of the FPO. Most of the rules made 

under the FSMA for the protection of retail clients do not apply, and 

compensation under the United Kingdom Financial Services 

Compensation Scheme will not be available.

Important Information for UK and EU Investors:

This material is directed at investment professionals and qualified 

investors (as defined by MiFID/FCA regulations). It is for information 

purposes only and has been prepared and is made available for the 

benefit investors. This material does not constitute an offer or 

solicitation to any person in any jurisdiction in which it is not 

authorised or permitted, or to anyone who would be an unlawful 

recipient, and is only intended for use by original recipients and 

addressees. The original recipient is solely responsible for any 

actions in further distributing this material and should be satisfied in 

doing so that there is no breach of local legislation or regulation.

Certain products may be subject to restrictions with regard to certain 

persons or in certain countries under national regulations applicable 

to such persons or countries. 

Alger Management, Ltd. (company house number 8634056, 

domiciled at 78 Brook Street, London W1K 5EF, UK) is authorised

and regulated by the Financial Conduct Authority, for the distribution 

of regulated financial products and services. FAM and/or 

Weatherbie Capital, LLC, U.S. registered investment advisors, serve 

as sub-portfolio manager to financial products distributed by Alger 

Management, Ltd.

Fred Alger & Company, Incorporated is not an authorized person for 

the purposes of the Financial Services and Markets Act 2000 of the 

United Kingdom (“FSMA”) and this material has not been approved 

by an authorized person for the purposes of Section 21(2)(b) of the 

FSMA. 
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